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flood conditions were successfully over-
come, and the mail was sped toward its
destlnatmn without delay.

During World War II several useful
adaptations to the airmail pickup system
were devised. Grounded gliders were
taken in tow by planes which Were al-
ready alrborne, thus giving our armed
forces a new capablhty for swift mobility
and ﬂex1ble a,ctlon Individual person-
nel equlpped w1th a special shock-absorb-
ing harness were al$o stiatched from the
ground by Iow—ﬂymg planes, and grad-
ually drawn p into the aircraft itself.
This method was proven effective in
evacuating wounded personnel from iso-
lated combat areas under condltlons of
extreme emergency.

Positive benefit accruied to the people
of the United States bécause of the de-
velopment of the airmail pickup sys-
tem—a system which was brought to
fruition through ‘experimentation and
subsidy. This was done because Con-
gress believed that such a program
should go forward.

Naturally I feel there is a reluctance
here to continue to subgidize the helicop-
ter service in question because it is lodged

.in three large cities or metropolitan
areas of the Unitéd States. I can well
understand the desire to spread the bene-
fits of the helicopter service.
should be no monopoly, “and in this argu-
ment I agree with the astute Senator
from Georgia [Mr, RUSSELLfI e

However, I wish to remind Senators
that the Presuient of the United States
is o constant user of helicopters as was
the late President Kennedy I also re-~
mind Senators that new uses for the heli-
copters are being developed not only in
commeteial transporta; on but also in
the military phase ‘of this type of flight.
Further, this serviceé 1s being provided
where it is most needed—ln and around

“of population.

n its position,

I oppose the

ou

sidies, we should consuier ‘the ‘progress
of the trunklines. It wa ,necessary to
subsidize them and
heavily in some case
- 1s proposed m th .
days, we wete
aviation in the
might have tfle
transportation in th
have it, But it was many years before
“were able to
They had to

| moré than
In earlier

become
rouges, a
people.” "They accomplished all “those
* things as they expanded,

', 'The whole question is whether we want
to assist aviation t0 make progress.
There are times when we should blow the

whistle and stop, I understand that Butv

There

termine their

it was necessary to subsidize the airhnes
in the earlier days.

" I look forward to the day, I hope not
too far distant, when the local air trans-
port services will be able to operate with~
out subsidies. Nevertheless, I remember
when the so-called frunklines were more
heavily subsidized than are the helicop-
ter services today, in order to enable
them to get started. As a result, the
United States today has the best airlines
system in the world.

Mr. RANDOLPH. Mr. President, I
appreciate the statement of the Senator
from Washington. I remember when
American Airlines, how one of the three
or four largest scheduled air carriers in
the world, was a fledgling. I recall when,
in the 1930’s, C. R. Smith came to me and
spoke about the desire of his company
to cross the State of West Virginia on its
route from Cincinnati to Washington,
D.C. I well remember when that small
airline, a carrier that received a subsidy
in its developmental period, came to West
Virginia and provided air service at
Charleston, Parkersburg, Clarksburg, and
Elkins.

Today, C. R. Smith is chairman of the
board of American Airlines, and is recog-
nized as one of the truly constructive
leaders in the development of our com-
mercial air transport system., Un-
der his capable guidance that company
has prospered, and has expanded its serv-
ice to include a much larger portion of
our population.

American Airlines now serves our
State only at the capital city, Charleston,
through the Kanawha County Airport.
The carrier removed itself from the other
cities by an understanding or an agree-
ment with the citizens of the community
as well as with the Federal Government.
T.ocal service carrier would replace it and
ke able to provide an improved flight pat-
tern, with additional flights, and more
available seats. Subsidy in cases such
as this has proven to be a wise investment

_ in the future of our -Nation.

“The Senator from Washington speaks
the truth. In periods of development,
we must not throttle or-stifle any phase
of aircraft experimentation and use. Let
us be Senators of vision and reality in
the changing scope of air transportation.

g n
TRST ANNIVERSARY OF NUCLEAR

TEST BAN TREATY
Mr. FULBRIGHT. Mr. President, to-

day is the first anniversary of the signing
of the limited nuclear test ban treaty,

one of the notable events in contem-
porary world history.

Both in symbol and in substance the
test ban treaty has proven to be a signifi-
cant event in the trend of relations be-
tween the Soviet Union ahd the Wess.
It marked a decision by both sides, al-
beit a tentative and even an uncertain
decision, to take control of the haphaz-
ard tendencies of the cold war and to

‘seek to guide the relations of the great

nuclear powers toward peace and
limited accommodation,
The significance of the test ban treaty

is not that it has ended the rivalry be-

‘tween the Soviet Union and the free
_world but that it represents a tenta‘mvev

-
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rivalry by means less likely to lead to
catastrophe than the competition in un-
controlled nuclear testing. The freaty
further represents an acknowledgment
by both sides that the conflict between
them on a wide variety of issues is over-
riden by the common interest which they
share with all other nations in the pre-
vention of nuclear war.

It is, of course, possible that the
limited agreements in various fields
which have been concluded with the So-
viet Union will be overturned, but it is
worth noting that thus far these modest
accommodations have been honored.
There has been no breach of the test
ban treaty in the past year, nor has there
been any viclation of the Antarctic
Treaty in the 5 years since it was con-
cluded for the purpose of excluding the
cold war from the Antarctic Continent.

We are entitled on this first anniver-
sary of the nuclear test ban treaty to
take pride in the progress which has
been achieved toward a more peaceful
world order. We are further entitled to
feel cautious optimism in the prospects
for further limited accommodations
which will result in the strengthening of
the foundations of world peace.

A new psychological relationship be-
tween the Soviet Union and the West has
been slowly and painfully evolving over
the last few years. Itis a relationship in
which each has come to regard the be-
havior of the other as reascnably pre-
dictable, a relationship in which it has
become possible for us to anticipate pru-
dent if not benevolent behavior on the
part of the Soviet leadership. It is to be
hoped that this evolving tendency to-
ward peace, symbolized by the limited
nuclear test ban treaty, will continue to
evolve until 1 day the great nations of
the world are related to each other not
merely by bonds of predictability but
by bonds of confidence and friendship.

SECURITIES LEGISLATION

Mr. ROBERTSON. Mr, President, in
July of last year, the Senate passed S.
1642, a bill framed by the Securities and
Exchange Commission, and introduced
by me, by request, to amend the Securi-
ties Acts, relating to securities traded in
the over-the-counter market and to
qualification requirements and disci-
plinary procedures for registered brokers
and dealers. In passing that bill today,
the House amended the provision re-
lating to sfock insurance companies, and
made ofther relatively minor changes.

‘I have discussed the House changes in
the Senate bill with Hon. William L.
Cary, Chairman of the Securities and Ex-
change Commission, and with the Sec-
retary of the Treasury, Hon. Douglas
Dillon. Both are of the opinion that
the importance of completing action on
the major features of this bill before ad-
journment outweighs the differences that
might honestly exist concerning the rela-
tive merits of the Senate and the House
versions.

In view of the fact that tomorrow I
shall move that S. 1642 be taken from
the desk and that the Senate agree to
the I-Iouse amendments w1thout a con-
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ference, I now ask unanimous consent to
have printed at this point in the Recorp
8 letter to me, dated August §, from Hon.
William L, Cary, Chairman of the Se-
curftles End Exchange Commission, in

which he recommends that the Senate

gccept S. 1642 as amended by the House.

There being no objection, the letter
was ordered to be printed in the Recorp,
as follows:

BrcurITIES AND EXCHANGE COMMISSION,
Washington, D.C., August 5, 1964,
Re B. 1642,
Hon, A. WiLLis ROBERTSON, ,
Cheirman, Committee on Banking and
Currency, U.S. Senate, Washington, D.C.

DeAr, BENATOR ROBERTSON: The purpose of
this letter 1s to respond to your letter of Au-
gust 5, 1064, requesting our views with re-
egpect to the changes in 8. 1842 which were
made by the House of Representatives. We
will refer to the bill in the form it passed the
Senate as the Senate bill, and to the form in
which it passed the House as the House bill.

As you know, the bill has two primary pur-
poses: Pirst, to extend the disclosure and
other requirements of the Securitles Ex-
change Act of 1084 to larger Issuers whose
securities are traded In the over-the-counter

--market; and, second, to provide Improved
qualification requiremeénts and disciplinary
procedurss for registered brokers and dealers.

‘In the first aren, that of dlsclosure by lssu-
ers, the House committee made two changes
which we regard as significant. The first In-
volves the treatment of Torelgn securities un-
der the blll, and the second relates to the
securifies of Insurance companies. With re-
spect qualifications and dlsclplinary pro-
ceedings, the significant changes made by the
House Involve the requirement of compulsory
membership In A national securities associa-
tion, and the registration of broker-dealers
whose bugliness Is exclusively Intrastate.

2. TORXIGH SECURITIES

“With respect to foreign securities. sectlon
8(c){2) of the Senate bill exempted them
from thé requirements of the bill unless the
Commission withdrew the exemption as to
any ciass of {ssuers upon the basis of a find-
tng that continued exemption is not In the
public interest or consistent with the protec-
tion of investors. The House bill subjects
tareign securities to the Bill but authorizes
the Commission to exempt any such securities
it it finds that such exemption Is in the
public interest and Is consistent with the
protection of investors. Section 8(d) of both
bills in addition grants to the Commission
broad powers to exempt issuers or classes of
issuers from any provisions of the bill.

To its report with respect fo this change
the House committes explained that its
amendment simply reverses this exemption
procedurally and that the Commission will
have broad authority to deal flexibly with the
problem. The committee further specifically
pointed out that failure of a forelgn issuer
to comply with the provislons of the bil}
will not of itself mean that trading In the
-Unlted States In the securities of such isguer
will be illegal or for that reason glve rise
to civil liabilities on broker-dealers trading
in the securities, )

The Commission belleves that in the light
of the House committee report and the pro-
cedures available to it, It can work out sny
problems involving foreign Issuers In a man-
ner that will' take Into account the harm
that could result to investors from the dis-
ruption of the trading markets, that wiil
reflect the particular problems of foreign
issuers, and that will provide significant
benefits to American investors. As the House
committee pointed out, the differences In
the two bllis are procedural. Under either
ppproach, the snbstantive problems are the
same and the determination of ultimate cov-

erags 18 largely in the discretion of the
Lommlssion,

iireghe
thit H

se committee report makes it clear

d suthority to exempt
fch it would have
under the Sen-

. et
.3te bill to remaln unrevokea.

1 roach to the House bill is adopt-
ed, th %ﬂion will exempt all foreign
sscurities o riod of at least 1 year.
This temporary éksndption would give the
Commission time for firther studties of for-
sign securities generally and to consider any
problem with respect to any individual se-
surity or class or classes of securities. Dur-
ing the period of the temporary exemption,
any foreign company, group of companies,
or any interested person, such as a broker-
dealer, could request that the temporary fea-
ture of the exemption be remodved and pre-
sent reasons why this should be done. The
Commission would make appropriate find-
ings and issue orders or adopt rules remov-
ing the temporary feature with respect to
specific forelgn companies or ciasses thereof.
Thus, no foreign security would be covered
until its issuer and other interested persons
are given an opportunity to present thelr
views. We believe that this approach to the
foreign security problem is acceptable to the
House, as Indicated by the House report and
by the discuasion on the floor during the
debate on the House bill.

In short, although we testified in favor of
the approach in the Senate bill the Com-
mission views the foreign securities pro-
vision in the House bill, especially when
read in conjunction with the House report,
as providing a reasonable and workable basis
for dealing with the foreign securities prob-
lem.

TI. INSURANCE COMPANTES

The Senate bill subjected the securities
of Insurance companies to the disclosure and
cother requirements in the same manner as
the securities of other companies. The
House bill exempts securities issued by in-
surance companies if ail of three specified
conditions are met. In substance these are
that the insurance company flle arnual re-
porta with the commissioner of Insurance
of its domiciliary State which conform to
those prescribed by the Natlonal Associa-
tion of Insurance Commissioners; that such
insurance company be subject to regulation
of proxy solicitation by its domiciliary State
which conforms to that prescribed by such
association; and that, after July 1, 1986,
trading by officers, directors, and larger se-
curity holders of such company be subject
to regulation by Its domliciliary State sub-
stantially in the manner provided in section
18 of she Securltles Exchange Act of 1934.

We understand that this change is the
outgrowth of representations made to the
House committee by State insurance com-
missioners to the effect that they would
provide the necessary regulation in these
arens and they belleved that such regula-
tion should be left to the Btates rather then
wundertaken by the Federal Government.

The Commission opposed this amendment
before the House committee primarily upon
the ground that the securities of insurance
companies constitute an important segment
of the over-the-counter market and there
seemed no adequate basis for depriving in-
vestors in the securities of insurance com-
panies of the same scheme of protection
-which Is to be provided for the securities of
other classes of companies.

The House committee, however, preferred
to give the State insurance commissioners
an opportunity to provide the necessary pro-
tection. If they are able and willing to do
80, the objectives of the bill as to insurance
companlies will thereby be accomplished. If,
in the light of experience, it should appear
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that adequate protection 1s not being pro-
vided through the medium of State regula-
tion, as provided for in the House bill, the
Congress can reconsider the question. The
House bill, however, holds promise of achiev-
ing a workable approach to this problem.

IIl. COMPULSORY MEMBERSHIP IN REGISTERED
BECURITIES ASSOCIATIONS

Sectlon 6(a} of the Senate bill amended
sectlon 15(a) of the Securities Exchange Act
of 1934 to require all registered brokers and
dealers to be members of a registered na-
tional securities assoclation. This was done
because under sectlon 7(a) of that bill the
establishment of qualifications for entry into
the securities business was to be accom-

‘plished through the medium of require-

ments by such assoclations, and also becatise
the general scheme of the Securitles Ex-
change Act and of the bills relies heavily
upon self-regulation as a means of requiring
adherence by bhrokers and dealers to ap-
propriate standards of conduct and subject-
ing them to necessary disciplinary controls.

The House bill eliminates the requirement
of membership {n such associations. In leu
thereof that bill grants to the Commission,
under three new paragraphs to be added at
the end of section 15(b) of the Securities
Exchange Act, power to prescribe qualifica-
tions for brokers and dealers who are not
members of an assoclation and for persons
associated with such brokers and dealers,
and additional rulemaking and regulatory
authority over such nonmember brokers and
dealers which is desighed to be substantially
equivalent to the authority which such asso-
clations have over their members. These
provisions also require such nonmember bro-
kers and dealers to pay to the Commission
fees which are designed to defray the addi-
tional costs to be Incurred by the Commission
in prescribing qualifications, glving examina-
tlons, and performing the additional regula-
tory duties required of it with respect to such
nonmember brokers and deanlers. We under-
stand that this change -was made hy the
House committee In response to the request
of certain broker-dealers, particularly cer-
tain large distributors of i{nvestment com-
pany shares who maintain their own sales
forces and who are not presently members
of stich an assoclation. These broker-dealers
represented to the House committee that
they strongly perferred to be regulated di-
rectly by the Commission rather than by
assoclations whose members would include
their competitors.

In testimony before the House committee
the Commission opposed ihis change, pri-
marily in deference to the achievements of
self-regulation in the securities industry in
raising and maintaining standards of con-
duct—in many cases above those required by
law-—and also because 1t believed that an
extension of the existing framework of self-
regulation was preferable to more intensive
direct Government regulation of these par-
ticular brokers and dealers. On the other
hand, we believe that the additional powers
granted to us under the House bill will en-
able us to provide, as to these nonmember
broker-dealers, standards and requirements
comparable to those which will be estab-
lished by national securities associations, and
that we will thus be able to accomplish as
to these brokers and dealers the essential ob-
Jectives of the bill.

IV, EXCLUSIVELY INTRAETATE BROKERS AND

DEALERS

The Senate bill would have repealed the ex-
isting exemption from the broker-dealer reg-
istration requirements of the Securities Ex-
change Act which is avallable to brokers and
dealers whose business Is exclusively intra-
state. The House blil restored this exemp-
tion.
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